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PROGRESS. 

By Frederick: L. Hoffman. 



Part I. Introduction. 

During the last fifty years the material progress of the 
United States has by far outdistanced the corresponding 
progress of any other nation in the world. From a popu- 
lation of 31,000,000 in 1860 and a national wealth of $16,000,- 
000,000 there has been an increase to over 90,000,000 
population and probably to over $120,000,000,000 of national 
wealth. The evidences of measurable economic progress 
are so numerous and so much a matter of general knowledge 
that they do not require to be restated here in detail, but the 
facts of our social advance are less generally known, in that 
the statistical evidence concerning social facts and forces is 
less readily reducible to terms of common understanding. 
The general public is quite familiar with the elementary facts of 
progress in trade and transportation, banking and currency, 
agriculture, manufactures, and mines and quarries, but the 
facts concerning the progress of our social institutions are 
but imperfectly understood, and of these there is none of 
greater national importance than life insurance as carried on 
by legal reserve companies conducting either an Ordinary or 
an Industrial business, or both. 

Insurance and savings. Marvelous as the national 
progress has been in the development of material resources 
even more marvelous has been the advance in the develop- 
ment of social institutions which minister to human welfare 
and by distributing the risks arising out of the uncertainty 
of human life bring about the highest attainable degree of 
economic security and aid in the equitable redistribution of 
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wealth and the conservation of accumulated capital. Writers 
on social economics are apt to overemphasize the social value 
of thrift institutions, which rest exclusively upon the savings 
function, but obviously the combination of savings and insur- 
ance must by its very nature serve a larger social and eco- 
nomic purpose than the single function of savings. There is 
this much also to be said on the subject of savings as an indi- 
vidualistic function, that it often fails because of inherent 
weakness due to the absence of compulsion or semi-compulsion 
necessary to secure the achievement of the original purpose* 
with perhaps serious personal and social results. Life insur- 
ance not only fosters saving habits, but by its nature 
makes such habits systematic and semi-compulsory. How- 
ever strong the determination may be on the part of the ordi- 
nary savings bank depositor to make periodical deposits and 
to leave the deposits untouched until they have attained to a 
given amount, it is rare that this intention is carried into full 
effect and that really systematic habits of saving are acquired. 
When, therefore, the social economist calls attention to the 
growth in savings banks deposits, which in 1860 amounted to 
$149,000,000 and which have increased to $3,713,000,000 in 
1909 he is apt to overlook the fact that the colossal amounts 
now on deposit in savings banks do not represent the result 
of systematic saving habits, but rather the surplus income of 
large numbers, which as a matter of economic well being 
rather than because of sacrifice and deliberate intention, have 
been set aside to provide security for the time of need.f 
Quite different, however, is the case of life insurance accumu- 
lations, in which the premiums in most cases represent a 
voluntary, agreed-upon sacrifice, in the form of periodical 
contributions, annually, semi-annually, quarterly, monthly, or 
even weekly, as the case may be.J 

Economic necessity for life insurance. It must also be 
taken into account in a comparison of savings and insurance, 

* The Living Wage of Women Workers; Supplement to the Annals of the American Academy of 
Political and Social Science, May, 1911, p. 82. 

t Interest and Savings, by E. C. K. Gonner, London, 1906, Chap. I, on The Business of Saving, and 
Chap. Ill, on The Determination to Save or Postpone. 

£ For an extended discussion of savings, insurance and pensions, see Problems of Social Statistics and 
Social Research, by the writer, published by the American Statistical Association, June, 1908; and State 
Pensions and Annuities in Old Age, published by the Association, March, 1909. 
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that the vast sums to the credit of savings banks depositors 
are very far indeed from representing, as they are often as- 
sumed to do, the sole accumulations of the thrifty and the 
poor. Savings banks, having their origin in charitable inten- 
tions, and being in law and in fact, to a certain extent, char- 
itable institutions,* it is nevertheless an incontrovertible fact 
that a large proportion of the amounts on deposit represent 
the accumulations of the wealthy, or of a class for whom 
these institutions were not designed.f In life insurance, how- 
ever, it may safely be asserted, the large majority of the 
policies taken out represent the economic necessities of wage- 
earners and those whose incomes are on a salary basis but 
within modest limitations, although, of course, a fair propor- 
tion of the policies and a larger proportion of the amounts of 
insurance stand to the credit of those who are in comfortable, 
or even very prosperous, circumstances. It is, therefore, not 
inappropriate that a comparison or contrast should be made 
of the progress of this institution during the last half -century, 
which measures the largest material progress which this country 
has ever known. 

Life insurance in 1860. In 1860, according to the Eighth 
United States Census,! the number of life insurance com- 
panies in the United States was 47, insuring 60,000 persons 
for the amount of $180,000,000, and the annual premium in- 
come was $7,000,000. But it is open to question whether the 
Census returns are entirely trustworthy, since no similar 
inquiry had theretofore been made and many of the smaller 
companies are probably omitted from the schedules. The 
differences in numbers and amounts, however, are not of very 
material importance, for it is brought out by the report of 
the New York Insurance Department of 1860 that there were 
then 17 companies transacting business in that state, of which 
six were companies of other states, while the aggregate number 
of policies in force with both the companies of New York State 
and other states was 56,046, insuring $163,703,455, or $6.08 
per capita of white population. In commenting upon the 

* History of Savings Banks in the U. S., by Keyes, New York, 1876, Vol. I, p. 34. 
t For a full discussion of savings bank insurance and related problems, by the writer, see The Insurance 
Press, New York, Jan. 30, 1907. 
X Preliminary Eeport on the Eighth Census, Washington, D. C, 1862, p. 78. 
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insurance returns of the Census, it is pointed out in the 
preliminary report* that "The progress of insurance in the 
United States has been rapidly following the development of 
commerce and trade, of which it is the necessary accompani- 
ment, since the system of buying and selling goods on credit 
necessitates the resort to every possible means of making 
those credits safe. None is more obvious than that of requir- 
ing all goods to be insured. It follows that as commodities 
increase in quantity and value, the amount to be covered by 
insurance must expand in the same direction. Unfortunately, 
however, there have been no regular statistics collated from 
year to year, as in the case of banks, by which that interesting 
index to the growth of the national wealth might be compared." 
When this was written, insurance in all its branches was not 
in a very flourishing condition in the United States. The 
capital required for the establishment of large arid aggressive 
insurance institutions was more profitably employed in other 
fields of commercial enterprise. The previous history of 
insurance in this country had not been particularly encour- 
aging and some of the more important earlier life insurance 
institutions had been converted into trust companies, while 
a few quite promising undertakings had failed with disastrous 
results. The rise of mutual insurance, beginning with the 
Mutual Life of New York in the year 1843, had brought for- 
ward a number of active institutions, whose growth, how- 
ever, for a time was hindered by the disturbed state of the nation 
during the decade preceding the outbreak of the Civil War. 

Early American insurance institutions. The early his- 
tory of insurance previous to 1860 is, however, one of much 
interest and, in many respects, of particular significance.! 
The first life insurance institution, as distinct from a moneyed 
state corporation (in the modern sense), established in the 
United States was the Presbyterian Ministers' Fund of Phil- 
adelphia, which dates from the year 1759. This Fund, how- 
ever, was rather in the nature of a charitable corporation, 
for the benefit and relief of impecunious clergymen and their 

* Preliminary Report on the Eighth Census, Washington, D. C, 1862, p. 78. 

t See Practical Remarks on the PreBent State of Life Insurance in the U. S., by Harvey G. Tuokett, 
Phila., 1850, and Lectures on the Science of Life Insurance, by Moses A. Knapp, Phila., 1853. 
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dependents, and only a small amount of business appears to 
have been transacted, since in 1845 only one policy was in 
force for the amount of $1,000. In 1875 the Fund was author- 
ized to transact a general life insurance business as a corpora- 
tion, and it has since attained to an institution of greater 
importance. Following the Presbyterian Ministers' Fund, 
a similar and semi-charitable corporation was established in 
1769, for the benefit of the clergymen of the Protestant Epis- 
copal Church, but in this case also the amount of insurance 
business transacted was very small and no record of the busi- 
ness actually done seems to have been preserved. 

Early American insurance corporations. In 1794 the 
State of Pennsylvania chartered the Insurance Company of 
North America, which was the first insurance corporation, 
properly to be so called, in the United States. This company, 
while organized primarily for the purpose of transacting marine 
insurance, had authority under its charter to write insurance on 
lives, but only a small amount of business was ever done, 
and that was in the nature of individual risk assumption, 
similar to the practice of marine underwriting. It was quite 
common at this early period to grant policies on the lives of 
persons, chiefly ship owners or masters, against capture by 
pirates on the Barbary coast, or elsewhere. Some of the risks 
were assumed at the rate of two per cent, for the voyage, while 
in other cases as much as five per cent, was paid, in return for 
insurance against the risk of capture or death. Policies of this 
kind usually read that, should the insured "be killed in any 
attempts made to defend the said ship against the said Algerians 
or Corsairs, or should he die before or after his captivity, the 
insurers should not be bound to pay any other sum or sums 
than which may have been expended in attempting the ran- 
som." According to the history of the Insurance Company 
of North America, "There have been few policies of this kind 
issued, perhaps half-a-dozen, in each of which we have 
granted the premium. Price's tables are those we have used, 
as far as tables have been recurred to." In fact, the theoret- 
ical considerations of insurance at this time were considered sec- 
ondary to the practical necessity of estimating the risk factor as 
a matter of individual hazard and not in the nature of combined 
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hazard determined by the law of average, with due consider- 
ation to the expectation of life and the principle of compound 
interest.* 

First American life insurance company. It was not 
until 1812, however, that the first American life insurance 
company was chartered, by the State of Pennsylvania. This 
was the Pennsylvania Company for Insurances on Lives and 
Annuities, an account of which, including tables of rates, 
was published in the year 1814. The tables give premiums 
for one year, for seven years, and on the whole* life plan, from 
ages eight to sixty-seven. The rate per $100 of insurance 
on the whole life plan was $2.12 at age 15, $2.93 at age 30, 
and $4.29 at age 45. The company also published tables of an- 
nuities to be purchased for $100 paid down on a single life, 
from birth to age ninety-five. Joint annuity tables and de- 
ferred annuity tables, as well as endowments for children, were 
offered to the public, bui, apparently, only a small amount of 
business was ever done, and no full account of what was done 
seems to have been published.! 

The beginnings of corporate life insurance in the United 
States. In 1818 the Massachusetts Hospital Life Insurance 
Company was established, but the amount of business trans- 
acted was very small, and according to a return of April, 
1845, there were then in force only 142 policies, for the sum of 
$238,125 of insurance. In 1830,$ the New York Life Insurance 
and Trust Company came into existence, but the amount of life 
insurance business transacted was small and some years later 
the company limited itself to a trust business, which it con- 
tinues to carry on at the present time.§ The Baltimore Life 

* For an extended discussion of early American insurance corporations, see Insurance Science and Eco- 
nomics, by the writer, published by The Spectator Company, 135 William street, New York, 1911. 

t Among other early life insurance companies, reference may be made to the Manhattan Company, of 
1808, originally chartered by the State of New York for the purpose of providing a water supply but which, 
under its charter rights, could engage in other branches of business, including insurance. In 1818 the 
Union Insurance Company of New York was chartered, and in 1823 the Duchess County Insurance Com- 
pany, also of the city of New York. 

X Chancellor Kent, writing in 1828, in his Commentaries on American Law, made the statement that 
life insurance "has within the last fifteen years been introduced into the United States; it is now slowly 
but gradually attracting the public attention and confidence in our principal cities." 

§ The New York Life Insurance and Trust Company in 1832 had 65 policies in force in June 
and 150 in December. According to a report made up to 1840 to the Chancellor of the State, the number 
of lives insured in 1840 was 694 and the amount at risk was 82,451,958. The number of annuitants that 
year was 24, and the amount of annuities $7,563. See Hunt's Merchant's Magazine, Feb., 1843. 
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Insurance Company was established in 1830, but subsequently 
the business was reinsured in the New York Equitable. In 
1835 the New England Mutual of Boston was granted a char- 
ter, but the company did not commence business until 1844. 
This company started with a guaranteed capital of $100,000, 
redeemable at the end of ten years, and it has continued as 
a successful mutual institution to the present time. In 1836 
the Girard Life and Trust Company of Philadelphia came 
into existence, and by 1845 it had 389 policies in force, for 
$1,015,275 of insurance. This company, like the New York 
Life and Trust, subsequently limited itself to a trust busi- 
ness, which it also has continued to carry on to the present 
day. In 1838 the Globe Life and Trust Company of Phila- 
delphia was established, but the company never did much 
business, and ceased operations in 1857. In 1840 the Ohio 
Life and Trust Company was organized in Cincinnati, Ohio. 
The company concerned itself largely with the banking busi- 
ness and did only a small amount of life business. It rein- 
sured its policies in 1856 in the Jefferson Life, but in 1857, 
both companies failed, causing the panic of that year. 

The first mutual life insurance company. All of the fore- 
going companies, with the exception of the New England 
Mutual,* have only remote historical interest at the present 
time. The rise of mutual life insurance in America as con- 
ducted on modern principles has been entirely subsequent to 
the year 1840, and it was not until 1843 that the Mutual Life 
Insurance Company of New York commenced business, and that 
event marks the beginning of a new era in American- life insur- 
ance development. By 1845 this company had 908 policies in 
force, for nearly $3,000,000 of insurance. The early success 
of this institution brought about the organization of a large 
number of mutual and proprietary life insurance companies 
during the next twenty years, most of which have continued 
in successful operation to the present date. A list of these is 
given in Table I of the Appendix, including the companies 
commencing business between February 1, 1843, and October 13, 
1875. The table includes thirty-seven companies, which on 

* The New England Mutual Life Insurance Company was incorporated under date of April 1, 1835, but 
it did not commence business until February 1, 1844. 
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December 31, 1910, had 89.6 per cent, of the total legal reserve 
life insurance in force in the United States. These companies, 
therefore, constitute the historical basis of life insurance 
development in the United States previous to the introduc- 
tion of Industrial insurance in 1875 by the organization of 
The Prudential Insurance Company of America, which again 
marks the beginning of a new era of business development, 
with results vastly more impressive than those achieved dur- 
ing the previous quarter-century of life insurance operations. 

Industrial and Ordinary life insurance. The difference 
between Industrial and Ordinary legal reserve life insurance 
is chiefly in the method of premium payments, in that in 
the former the premiums are paid weekly and collected from 
the houses of the insured, while in the latter the premiums are 
paid quarterly, semi-annually, or annually at the offices of 
the company. On account of the expense incurred in the 
house-to-house collection of industrial premiums the cost of 
such insurance is necessarily higher, but the policies being 
almost entirely for relatively small amounts, averaging not 
over $150, a totally different class of policyholders is repre- 
sented by Industrial insurance, chiefly wage-earners and their 
dependents, subject in greater or less degree to a higher mor- 
tality rate, aside from questions of occupation, race and nativ- 
ity, than prevails among Ordinary policyholders, insured for 
average amounts of not less than $2,000. This distinction is 
of such importance that in any statistical consideration of life 
insurance progress it requires to be constantly kept in mind, 
and the two forms of insurance must be separately considered 
except in so far that in the aggregates of assets and liabili- 
ties the two may be combined.* 

Fraternal insurance. Fraternal insurance hardly falls within 
the scope of this discussion but may be briefly referred to as 
fundamentally different and distinct from legal reserve life 
insurance, in that in the former, reserves are either not required 
or have been inadequately provided for when their accumula- 
tion has been recognized as being imperatively necessary. 

* For a full discussion of the elements of industrial insurance, by the writer, see Transactions of the 
Fifth International Actuarial Congress, vol. I, pp. 132 et seq., Berlin, 1906. Also Papers and Addresses 
on Life Insurance and Other Subjects, by John F. Dryden, Newark, N. J., 1909. 
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Fraternal insurance rests primarily upon the bond of mutual- 
ity between those who have associated themselves for the 
purpose of mutual aid, with insurance as a secondary consid- 
eration. Societies of this nature commence usually with 
young people who have seceded from older lodges or societies, 
on account of high assessments, and at the outset the rates are 
very low and many years are often required before an increas- 
ing average age makes additional assessments necessary, with 
the ultimate result that failure becomes imminent unless addi- 
tional dues or assessments are raised to extraordinary pro- 
portions. This has practically been the history of the rise 
and fall of assessment fraternal insurance in America, as well 
as of the earlier friendly societies in England. Within recent 
years a material modification in plans and purposes has be- 
come recognized among those responsible for the larger and 
more important of these institutions, and the tendency at 
the present time is in the direction of conformity to actuarial 
principles derived from the experience of legal reserve life 
insurance companies, to the incalculable advantage of those 
who have invested their surplus savings in what at best is a 
pseudo form of insurance, but one which has been widely 
developed among a class most in need of insurance protection 
by sound and solvent institutions.* 

Insurance at the fifth international statistical congress. The 
subject of insurance received its first public consideration at 
the Statistical Congress, held in Paris in 1855. Insurance 
was also mentioned in the inaugural address by H. R. H. the 
Prince Consort, in opening the Statistical Congress in 1860. 
It was not, however, until the Fifth International Statistical 
Congress was held in Berlin in 1863 that Doctor Engel, the 
director of the Prussian Statistical Bureau, delivered an elab- 
orate address on insurance in a very learned dissertation, 
which to this day constitutes the most thoroughly digested 
discussion of the theoretical and practical aspects of insurance 
statistics in all its branches. The discussion by Engel includes 
observations upon the place of insurance in economics, and he 

*For a suggestive discussion of fraternal insurance, see The Dilemma of the Fraternal Orders, published 
annually by The Spectator Company, N. Y. For statistical information concerning fraternal insurance, 
s ee The Fraternal Monitor, Rochester, N. Y., and Statistics of Fraternal Societies, 17th annual edition, 
published by The Fraternal Monitor, Rochester, N. Y., 1911. 
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was of the opinion that it should properly be considered an 
element of production. He held that insurance furthered and 
fostered productive enterprise, such as industry generally, 
and the address deserves to be taken into consideration by all 
who would do justice to the statistical aspects of insurance 
science. 

The only previous occasion when the subject of legal reserve 
life insurance has been brought to the attention of the Ameri- 
can Statistical Association was in a brief address on life in- 
surance, by Mr. Walter C. Wright, in 1888. The number 
containing the article by Mr. Wright has long been out of 
print, and it is therefore to be hoped that the present dis- 
cussion will meet the demand for a convenient analysis of the 
essential statistical facts of life insurance experience.* 

Sources of statistical information. The sources of in- 
formation concerning the progress of life insurance in the 
United States are chiefly the annual reports of the insurance 
departments of the several states, the reports for individual 
companies, and the annual compilation of returns made by 
insurance periodicals. The most useful and trustworthy re- 
turns are those of the New York, Massachusetts and Con- 
necticut insurance departments, which extend over a long 
period of years but which are limited to the business trans- 
acted in the respective states by local companies or the com- 
panies of other states authorized to do business therein. The 
returns of the New York Insurance Department are most 
frequently made use of to exhibit the progress of life insurance 
in the United States, but during very recent years the number 
of local companies in other states has so largely increased that 
the New York returns are now of less general utility. Next 
to the reports of the New York Insurance Department, the 

*The most ambitious effort to present the statistical facts of insurance in all its branches throughout 
the world, is The Insurance Atlas (German and French tests), with 161 diagrams and 3 charts, by Al. 
Stefan, published by Freytag & Berndt, Vienna, 1901. The atlas covers the period 1855-1895, but the 
returns for the United States are only the statistics as published by the New York Insurance Department. 
Another important statistical insurance publication is The Comparative Atlas and Graphical History of 
American Life Insurance, embracing a period of twenty years previous to January 1, 1880, by S. C. 
Chandler, Jr., published by The Spectator Company, 1880. The statistics are derived from the annual 
reports of the Massachusetts Insurance Department. The atlas includes a large number of charts, some 
of which exhibit the business of companies which have since gone out of existence. A useful source 
of reference for recent years is the Chart of American Life Insurance, published by E. B. Phelps, of The 
American Underwriter, New York. 
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most trustworthy sources of information concerning all the 
statistical elements of life insurance are the "Insurance Year 
Books" published annually by The Spectator Company, sup- 
plemented by the Pocket Index which contain a mass of statis- 
tical information derived either from official reports or secured 
direct from the various companies. In addition to these sources 
of information, a most useful work of reference, which is now 
in its sixth annual issue, is "Best's Life Insurance Reports," 
published by Alfred N. Best & Co., of New York, and which 
includes all legal reserve companies transacting business in 
the United States and Canada, and fraternal societies and 
assessment associations operating in the United States. The 
gradually diminishing utility of the New York insurance 
reports as a source of information concerning the aggregate 
amount of business transacted by life insurance companies 
of the United States is made evident by the statement that 
while in 1890 the proportion of business transacted by com- 
panies authorized to do business in the State of New York 
was 97.8 per cent, of the aggregate life insurance business 
of the United States, the proportion had decreased to 88.7 
per cent, by 1909. Following the New York legislative in- 
vestigation of 1905, and the restrictive laws enacted subse- 
quently thereto, a large number of new companies were 
organized, especially in the southern, central, western and 
far western states, chiefly for local purposes and with only 
a very limited amount of business transacted in other states. 
For various reasons most of these companies do not transact 
business in the State of New York, and while the extent of 
their business operations is not as yet relatively large it is 
becoming a factor of increasing importance, and for this 
reason alone the returns of the New York Insurance Depart- 
ment for recent years do not fully represent the life insurance 
development of the United States as a whole. 

Insurance as a problem in statistics. To ascertain with 
entire accuracy and completeness the total extent of life insur- 
ance throughout the United States for each year of the last 
half century would involve an entirely original investigation 
which would require access to all the insurance reports of the 
several states, and even then the information would not be 
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complete since many of the companies of the southern and 
western states made no reports during the earlier years of 
the period when no insurance departments had been es- 
tablished. For practical purposes, however, it would seem 
to be sufficient to utilize the New York insurance depart- 
ment returns for the years previous to 1880, and the 
returns as published in the "Spectator Year Books" for the 
years subsequent to 1880 except that for the year 1860 the 
returns of the Eighth Census are probably the most trust- 
worthy. It may also safely be assumed that the New York 
insurance department reports previous to 1880 represent fully 
95 per cent, of the total United States business properly 
within the definition of legal reserve life insurance. For a 
number of small companies during the earlier period of Amer- 
ican life insurance history, it is sometimes rather difficult to 
establish the exact status, for in some instances at least organ- 
izations that were originally assessment companies were subse- 
quently converted into legal reserve life insurance institutions 
or an approximation thereto. 

State supervision of insurance. It requires further to 
be taken into consideration that in the absence of federal 
insurance supervision and control the several states have 
entire jurisdiction in the matter of statutory requirements, 
and not only do these vary widely but with the result that 
the statistical reports occasionally fail to agree in matters of 
detail, particularly when different standards of mortality or 
interest require different valuations of the same company 
transacting business in several states. This conflict of statu- 
tory requirements affects chiefly, however, the financial 
items — assets, liabilities, reserve, and surplus, but in most of 
the tables which follow these items have been derived from 
the reports of the New York Insurance Department, which 
seem to be the most useful for the present purpose. It may 
not be out of place here to briefly refer to the origin of the 
American system of state supervision, which in its present 
form dates from 1855, when the Massachusetts Department 
was established, and the first annual report of which, contain- 
ing the returns for that year, was published in 1856. The 
first New York Insurance Department returns are for the 
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year 1860, but the reports are not entirely trustworthy until 
about 1864.* In 1860 a brief report on insurance was made 
in connection with the Eighth Census, and regarding the ex- 
tent of life insurance, it was shown that there were then 47 
companies in operation in the United States, having 60,000 
policies in force, insuring $180,000,000. According to the 
New York Insurance Department report for the same year, 
there were then only 18 companies reporting in that State, of 
which 16 were American and 2 foreign. The Massachusetts 
insurance report for 1860 returned only 19 companies, so 
that at the beginning of the last half-century a large number 
of companies transacted business throughout the United 
States, of which only a relatively small proportion carried 
on business in the States of New York and Massachusetts. 
While the number of companies transacting business outside 
of the States of New York and Massachusetts in 1860 was 
relatively large, the amount of business done by them was 
relatively small and of no very material importance. In 
1870 the New York insurance report returned 71 companies 
in active operation, while the Massachusetts insurance report 
returned only 65. The total number of different companies 
mentioned in the two reports was 75, and it may safely be 
assumed that over 100 different companies were actually 
transacting business throughout the United States in that 
year. No very trustworthy information, however, is avail- 
able concerning the extent of the business operations, but it 
is practically certain that the New York Insurance Depart- 
ment returns for that year contained about 95 per cent, of 
the total business transactions. The panic and long-contin- 
ued financial depression during the seventies resulted disas- 
trously to many companies, and quite a number of others 
failed, while others were absorbed by more solvent institu- 
tions. A consequent material reduction took place in the num- 
ber of companies reporting to the New York Insurance De- 
partment, which is reflected in the returns contained in the 
"Spectator Year Book" for 1880, according to which there were 

*For an historical discussion of the origin and development of insurance law and legislation, see 
Insurance Science and Economics, ch. 4, by the writer, published by The Spectator Company, Nev? 
York, 1911. 
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then only about fifty companies in actual operation. The 
subject of insurance was inquired into that year in connec- 
tion with the Tenth Census, but the results were never pub- 
lished.* Following 1880 the number of companies in active 
operation remained about the same during the decade ending 
with 1890, when, according to the "Spectator Year Book," 
there were only 50 companies in operation, but this number, 
by 1900, had increased to 76, and by 1909 to 189, while 
on December 31, 1910, there were 214. It may be ques- 
tioned, however, whether the Spectator returns are entirely 
complete with regard to a number of small companies in some 
of the southern and western states, concerning which it is 
most difficult to secure trustworthy and complete statistical 
information. 

Limitations of the present statistical inquiry. In the follow- 
ing discussion, which is largely statistical, it has seemed best 
not to include any of the larger tables in the text, but the 
data are presented in the form of tabular abstracts, derived 
in each case from the tables in full as given in the statistical 
appendix. The tables are intended to serve as a trustworthy 
basis for future statistical inquiries into the progress of life 
insurance throughout the United States, and the comments 
are, therefore, limited to matters which seem to require a 
brief explanation, without reference to purely theoretical or 
controversial considerations. For a more general apprecia- 
tion of life insurance statistics, it is necessary to emphasize the 
great practical importance of uniformity in statistical reports, 
accuracy in detail, and impartiality, as well as technical quali- 
fications in the analysis of the returns. The historical develop- 
ment of life insurance statistics proves conclusively the neglect 
of conformity to fundamental statistical principles, but a con- 
sideration of these lies outside of the scope of the present 
discussion. It need only be said here that many important 
social facts concerning American life insurance progress, such 
as the distribution of risks by amounts, sex, age, occupation, etc., 
are not made available through the official reports as pub- 

* A further government inquiry into the business of insurance was made in connection with the 11th 
census. The results were published in two volumes, one on Fire and Marine, and the other on Life In- 
surance, under the direction of Chas. A. Jenney, editor of The Weekly Underwriter, New York. 
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lished by the insurance departments which properly limited 
to the fundamental facts and consideration of solvency, in 
general conformity to statutory requirements. Life insurance, 
however, is so obviously an important element in the political 
economy of modern nations that the qualified statistical pre- 
sentation of life insurance experience should receive more 
consideration than heretofore has been the case. 

Part II. Statistical Analysis. 

As was pointed out in the introductory remarks, the modern 
progress of Ordinary life insurance in the United States dates 
from the commencement of business by the Mutual Life 
Insurance Co. of New York in 1843, and of Industrial insur- 
ance from the commencement of business by the Prudential 
Insurance Co. of America in 1875. The New England Mutual 
had been chartered in 1835, but it did not begin business until 

1844, and was followed a year later by the Mutual Benefit of 
Newark, N. J., and the New York Life Insurance Co. (origi- 
nally the Nautilus) which commenced business on April 17, 

1845. The second company to commence Industrial business 
was the John Hancock Mutual of Boston, in 1879, and in the 
same year the business of Industrial insurance was commenced 
by the Metropolitan Insurance Co. of New York.* Of the 214 
companies in active operation in the United States on Decem- 
ber 31, 1910, 37 were organized previous to December 31, 1875. 
The overshadowing importance of these older institutions is 
brought out in Table I, according to which out of an aggregate 
of $16,404,261,000 of Ordinary and Industrial insurance 89.6 
per cent, was in force with companies commencing business 
previous to December 31, 1875. Table I gives the details 
for 37 companies, including the name, the domicile, and the 
year of commencing business. For reasons which cannot be 
fully discussed on this occasion, a large number of new com- 
panies have been organized during the last five years, but the 
majority of these transact but a relatively small amount of 
the aggregate business. 

In Table II the companies have been arranged accord- 

*The Germania Life Insurance Company and the Provident Savings, of New York, also commenced the 
business of Industrial insurance this year, but both companies have long since discontinued the practice. 
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ing to the year of commencing business, and it is shown, for 
illustration, that 116 companies, commencing business sub- 
sequent to January 1, 1906, constituting 54.21 per cent, 
of the total number, transacted on December 31, 1910, only 
2.58 per cent, of the aggregate amount, of life insurance in 
force. In contrast, five companies, commencing business 
between 1843 and 1845, transacted 26.82 per cent, of the total 
amount of insurance in force with American life insurance 
companies on December 31, 1910. The details of this analy- 
sis are particularly instructive, emphasizing, as they do, the 
most recent development of the business, largely as the result 
of the legislative insurance investigation of New York in 1905 
and of several other states in 1906. 

The importance of this development, which permits of no 
useful comparison with earlier periods of American life insur- 
ance history, warrants the inclusion of some additional details, 
given in Table III. This table makes the distinction of 
active American life insurance companies, by states of domi- 
cile, commencing business before and subsequent to December 
31, 1905. The 98 companies commencing business previous 
to 1906 had 97.4 per cent, of the aggregate amount of life in- 
surance in force, while the 116 companies commencing "business 
subsequent to December 31, 1905, had only 2.6 per cent, of the 
total amount of life insurance in force. The comparison by 
individual states is particularly suggestive, and it is shown that 
most of the new companies have been organized in the western 
and southern states. It requires to be explained that the 
table shows for each state the amount of insurance in force 
with the companies of that state, either incorporated therein, 
or having their domicile therein, with the distinction of the 
companies commencing business before or subsequent to 
December 31, 1905. 

The rapid increase in the number of life insurance companies 
cannot be considered a healthy symptom of business develop- 
ment, but to the contrary, the organization of so large a num- 
ber of new institutions foreshadows possible business disaster 
in years to come. On examination of the returns of the New 
York Insurance Department for the first twenty years of the 
period under review, it appears that the number of companies 
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reporting to that department, as transacting new business 
in the State of New York, increased from 17 in 1860 to 71 in 
1870, subsequent to which the number decreased to 50 by 
1874 and to only 31 by 1879. The stringent requirements 
of admission and supervision, on the part of companies of other 
states to transact business in the State of New York, accounts 
for the fact that the number of such companies is less at the 
present time than in former years. On December 31, 1910, 
of the 33 companies transacting business in the State of New 
York, only 22 were companies of other states. The disastrous 
insurance experience of the seventies has not been forgotten 
in the State of New York, nor in most of the eastern 
states, where the insurance departments have attained to a 
high degree of administrative efficiency.* Correspondingly, 
there have been comparatively few insurance failures of ma- 
terial importance, and while the information on the subject 
is not entirely complete or conclusive, the facts, as far as 
known, have been incorporated in Table IV, which shows 
the number of American life insurance companies that have 
failed, or retired from business, or been absorbed by other com- 
panies during the period 1813-1910, according to returns 
compiled from the "Spectator Year Book" for 1911. 

It is shown by this table that out of 230 companies which 
have retired from business, 59 are stated to have failed, 33 
retired or were liquidated, 113 were reinsured or became 
amalgamated with other companies, while for 25 the method or 
cause of retirement is not stated. Of the 230 retired com- 
panies, 25 discontinued business previous to 1860, 123 retired 
during the years 1860-1884, while 82 have retired during the 
last 26 years. The most instructive discussion of life insur- 
ance failures is contained in a "Review of Life Insurance" from 
the date of the First National Convention of Insurance Officers, 
in 1871, to September, 1898, by the late John A. McCall, 

*For information concerning the development of state supervision of insurance companies in the 
United States, the Proceedings of the National Conventions of Insurance Commissioners should be con- 
sulted. The conventions are held annually and the proceedings have been published for more than thirty 
years. The theory and practice of state supervision is ably brought out in The Examination of Insurance 
Companies, by S. Herbert Wolfe, Consulting Actuary, published by The Insurance Press, New York, 1910. 
The testimony taken by the Legislative Investigating Committee of the State of New York, including 
exhibits and the report of the commission, has been published in ten volumes by the Brandow Printing 
Co., Albany, N. Y. 
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president of the New York Life Insurance Co., read before the 
Twenty-ninth National Convention of Insurance Commis- 
sioners. 

The progress of legal reserve life insurance in the United 
States during the last half century is most conveniently 
measured by the aggregate amount of insurance in force, 
including both Ordinary and Industrial, and the number of 
policies, as well as the amount of insurance, for each of the 
years forming the period 1860-1910. In Table V it is shown 
that the number of companies has increased from 17 in 1860, 
to 45 in 1885, and to 214 in 1910. The number of policies has 
increased from 56,046 in 1860, to 2,268,074 in 1885, and to 
29,988,582 in 1910. The amount of insurance has increased 
from $163,703,455 in 1860, to $2,301,268,868 in 1885, and to 
$16,404,261,042 in 1910. 



COMPARATIVE PROGRESS OF LIFE INSURANCE IN THE UNITED STATES, ORDINARY 
AND INDUSTRIAL, 1860-1910. 





Ordinary. 


Industrial. 


Year. 


Number of 
Companies. 


Policies. 


Amount. 


Number of 
Companies. 


Policies. 


Amount. 


1860 


17 
44 
209 


56,046 

890,924 

6,954,119 


$163,703,455 
2,155,330,627 
13,227,213,168 








1885 
1910 


4 
23 


1,377,150 
23,034,463 


$145,938,241 
3,177,047,874 



Table VI gives the details of the progress of Ordinary 
insurance during the period 1860-1910, it being shown that 
the number of such policies has increased from 56,046 in 1860, 
to 6,954,119, in 1910. The amount of Ordinary insurance in 
force has correspondingly increased from $163,703,455 in 1860, 
to $13,227,213,168 in 1910. 

The progress of Industrial insurance, commencing with 
1876, is given in Table VII, according to which the num- 
ber of Industrial policies has increased from 1,377,150 in 1885, 
to 23,034,463 in 1910. The amount of Industrial insurance 
in force has increased from $145,938,241 in 1885, when only 
three companies were in active operation, to $3,177,047,874 
in 1910, when 23 companies were transacting this form of 
insurance. 
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A large variety of life insurance policies are issued .by 
American life insurance companies, but these are most conven- 
iently grouped under whole life, endowment, and miscellaneous 
plans.* The whole life includes limited payment insurance, 
that is, policies payable at death, but with premium payments 
limited to specified periods, usually 10, 15, or 20 years. 

Endowment policies are payable during the lifetime of the 
insured, according to specified periods of duration, or in the 
event of the previous death of the insured, while miscellaneous 
policies include a large variety of plans, but chiefly term pol- 
icies, or convertible term policies, which are increasing in 
popularity, probably on account of the low rates charged for 
the term period. It hardly requires to be stated that while 
in level premium life insurance the premium remains the same 
throughout the continuance of the policy, the premium rates 
vary according to age, being lowest at age 15 and highest at 
age 66, which is usually the maximum age at which insurance 
can be obtained. Term insurance is at lower rates and is 
issued for a short period of years, usually 5 or 10, but in the 
case of convertible term policies, the insured has the option 
to exchange the contract for a regular form of policy at level 
premium rates. 

Whole life, or limited payment life policies aim primar- 
ily to provide the largest amount of family protection, while 
endowment policies provide in part for the personal needs of 
the insured. It is, therefore, a matter of considerable impor- 
tance to know the relative distribution of insurance under 
the different plans mentioned and, accordingly, the facts have 
been given in Table VIII, which shows the number of 
Ordinary policies in force with American life insurance com- 
panies during the period 1870-1909, f classified by number of 
policies and plan of insurance. It is shown by this table that 
the proportion of whole life policies has increased from 72.9 
per cent in 1870 to 78.6 per cent, in 1879, subsequent to which 
the proportion declined to 62.8 per cent, in 1904, but since that 
year there has been a slight increase in the proportion, to 63.9 

*Many text-books have been published on the theory and practice of life insurance, but perhaps 
the most convenient work of reference is The Life Assurance Primer, by Henry Moir, F. I. A., published 
by C. C. Hine's Sons Co, New York, 1907. 

t The information for years previous to 1870 is not available. 
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per cent, in 1909. Corresponding changes have taken place 
in the case of endowment insurance, but the most significant 
tendency is to be observed in the case of other policies, 
chiefly term insurance, which in 1870 constituted 2.3 per cent, 
of the total, increasing to 8.2 per cent, by 1899, but decreas- 
ing to 6.6 per cent, in 1909. 

More suggestive than the analysis of insurance classified 
by plan of insurance on the basis of the number of policies, 
is the classification by amounts in Table IX. According 
to this table, the proportion of insurance on the whole life 
plan has changed from 76.9 per cent, in 1870, to 66.7 per cent. 
in 1910. The proportion of insurance on the endowment 
plan has changed from 21.1 per cent, in 1870, to 23.0 per cent, 
in 1910; but in marked contrast, the proportion of insurance 
on other plans, chiefly term insurance, has increased from 
2 per cent, of the aggregate in 1870, to 3.2 per cent, in 1885, 
and 10.3 per cent, in 1910. The details by single years are 
particularly instructive and the table emphasizes the trend of 
insurance towards plans which combine insurance protection 
with investment and insurance for comparatively short periods 
of time, partly for business purposes in the form of partner- 
ship policies. 

Table X exhibits the Ordinary insurance in force with 
American life insurance companies during the period 1870- 
1910, including the average amount of policies on all plans 
combined. The average has decreased from $2,684 in 1870 
to $1,902 in 1910. The decrease is largely accounted for 
by the increasing proportion of Ordinary insurance written by 
Industrial companies. The average size of the Ordinary pol- 
icies in force with Industrial companies on December 31, 1910, 
was $1,047, while the average size of policies n force with ex- 
clusively Ordinary companies was $2,160. In 1910, of the 
total Ordinary insurance written, 20.3 per cent, was written 
by Industrial companies. 

The average size of whole life policies, as given in Table XI 
was $2,835 in 1870, as compared with $1,976 in 1909. 

The corresponding details concerning endowment insurance 
are given in Table XII, according to which the average 
size of endowment policies has decreased from $2,278 in 
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1870, to $1,549 in 1909. In marked contrast to the decrease 
in the average size of whole life and endowment policies, 
is the increase in the average size of policies on other plans, 
which, according to Table XIII, has been from $2,315 in 
1870, to $2,955 in 1909. 

The business of Industrial insurance, while it conforms in 
all its essentials to life insurance on the Ordinary plan, 
requires throughout separate consideration, in so far as 
the returns are available in a convenient form. The most 
important difference between Ordinary and Industrial insur- 
ance is in the smaller average size of the Industrial policy, 
which, according to Table XIV, has increased from $92 in 1876 
to $110 in 1890, and $138 in 1909. In contrast, therefore, to a 
decreasing average policy in Ordinary insurance on the whole 
life and endowment plans, there has been a marked increase in 
the average size of the Industrial policy, which implies an 
increasing utility of this form of insurance in that it tends to 
serve other than merely burial purposes. 

The progress of life insurance has been at a variable rate 
from year to year, the rate of increase being governed 
largely by the amount of new insurance written and the ter- 
minations on account of lapses and surrenders, death losses, 
etc. The amount of new business has varied from a 
minimum of 9,563 new Ordinary policies issued in 1861 to 
a maximum of 1,196,376 Ordinary policies issued in 1904. 
The legislative investigations of life insurance companies 
in 1905 and 1906 and the resulting legislation materially 
checked the rate of increase on the part of the large companies, 
in consequence of which the new Ordinary business issue de- 
clined to 753,843 policies in 1907, subsequent to which there has 
been a gradual recovery, to a policy issue of 993,218 Ordinary 
policies in 1910. Considered by amounts of insurance, the 
new Ordinary policy issue increased from $35,589,934 in 
1860, to $378,214,523 in 1885. The billion dollar mark was 
reached by 1893 and the issue of that year was $1,090,002,107. 
The maximum point was attained in 1904, when the total 
new issue reached nearly two billion dollars, or, to be exact, 
$1,990,205,121. The minimum point of decline subsequent 
to this maximum issue was in 1907, when the amount of 
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new insurance was only $1,345,147,040, subsequent to which 
there has been a gradual recovery in the business, and in 
1910 the new issue was $1,822,260,287. The details of the 
new Ordinary issue are given in Table XV. 

The new Industrial issue has increased from 7,904 policies 
in 1876 to 2,133,739 policies in 1890, and to 5,365,825 policies 
in 1909. Considered by amounts, the new issue has increased 
from $727,168 of Industrial insurance in 1876, to $793,216,- 
616 in 1909. The information by single years is given in 
Table XVI. 

The financial statistics of American life insurance companies 
include numerous items which cannot be dealt with in detail 
in the present discussion. The essential factors of financial 
progress, however, are conveniently available, and Table 
XVII exhibits the required information, concerning the 
admitted assets, surplus, and liabilities of American life insur- 
ance companies for the 50-year period under review. Accord- 
ing to the table, the admitted assets have increased from 
$24,115,687 in 1860, to $524,706,436 in 1885; by December 
31, 1910, the assets had increased to $3,875,877,059. The 
term "admitted assets" may be briefly explained in the man- 
ner that the insurance departments exercise a considerable 
amount of arbitrary judgment as to what constitutes the 
value of certain classes of securities, or personal property, 
with the result that the true assets are somewhat in excess 
of the admitted assets, but the difference has no important 
bearing upon considerations of solvency, except in the case 
of small companies, with a comparatively short duration of 
business existence. The liabilities of life insurance companies 
are chiefly the policy obligations determined by actuarial 
methods of valuation, in conformity to the statutory require- 
ments of the several states. In the nature of legal reserve 
life insurance, a surplus requires to be accumulated for con- 
tingencies or other purposes, including the payment of so- 
called dividends in the case of mutual life insurance com- 
panies. The tendency towards surplus accumulation has 
been checked within recent years by the discontinuance of 
the issuance of deferred dividend policies, but the use of the 
term surplus in the case of dividends of this nature is hardly 
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applicable, although it has been common usage to do so for 
many years. The amount of admitted surplus held by Amer- 
ican legal reserve life insurance companies has increased from 
$6,955,814 in 1860, to $93,154,549 in 1885, and to $549,998,693 
in 1910. The ratio of liabilities to each $100 of assets has in- 
creased from $71 in 1860 to $82 in 1885 and to $90 in 1907. Sub- 
sequent to this year there has been a slight decrease to $87 in 
1908 and to $85 in 1909, due partly to the discontinuance of 
the writing of deferred dividend policies and the increase in 
non-participating insurance. There has been a correspond- 
ing decrease in the ratio of surplus to assets, from $29 in 1860, 
to $18 in 1885, and to $14 in 1910, the minimum point of $10 
having been reached in 1907. The decrease is more apparent 
than real, on account of changes in methods of surplus 
determination, but there is a definite tendency towards the 
curtailment of surplus accumulation, in conformity to the 
Contingency Reserve Law of the State of New York. With a 
constantly diminishing amount and proportion of insurance on 
the deferred dividend plan, there must, of course, be a decrease 
in the ratio of so-called surplus to assets, although under a 
more restricted definition a considerable proportion of what is 
technically called surplus is in fact a contingent policy lia- 
bility. The details of assets, liabilities and surplus by single 
years are given in Table XVII. 

The assets of American life insurance companies are 
invested in conformity to the varying statutory requirements 
of the several states, but on the whole a considerable degree 
of uniformity has been obtained in departmental methods of 
supervision and control. Table XVIII gives the admitted 
assets according to the nature of the investment, the same 
being grouped into real estate, bonds and mortgages, United 
States stocks and securities, other stocks and bonds, collateral 
loans, premium notes and loans, cash in office and banks, 
deferred and unpaid premiums, and all other assets. The 
table gives the information as returned by the New York 
Insurance Department for the period 1865-1910. 

In Table XIX, however, the corresponding information 
is given for all of the American life insurance companies, 



690 American Statistical Association. [24 

according to the returns in the Spectator Year Books for 
the period 1888-1910. 

Considering first the information contained in Table 
XVIII, it is shown that the real estate investments have 
increased from $1,673,955 in 1865, to $163,929,479 in 1910. 
The investments in real estate bonds and mortgages have 
increased from $16,541,916 in 1865, to $1,126,279,861 in 1910. 
The United States stocks and securities increased from $16, 
111,341 in 1865, to a maximum amount of $42,482,340 in 
1879. Subsequent to that year the amounts have fluctuated 
considerably, with a strong tendency towards the gradual 
elimination of this class of securities among the investments 
of fife insurance companies.* In 1909 the amount held was 
only $1,200,000. In marked contrast, there has been a 
large increase in the investments in other stocks and bonds, 
chiefly railway bonds and similar underlying securities, from 
$6,291,648 in 1865, to $1,744,687,047 in 1910. In accordance 
with the legislation enacted by the State of New York in 1906, 
life insurance companies are no longer permitted to invest in 
stocks, and the existing investments of that kind require to 
be liquidated within a specified period of time. The amount 
invested in stocks, of different kinds was relatively, however, 
never a factor of material importance, and the facts in 
detail are set forth in Table XIX, in which a distinction is 
made of bonds owned and stocks owned, in place of the former 
distinction of United States stocks and bonds, and other 
stocks and bonds. The distinction is of considerable practi- 
cal importance, and it is shown for 1909 that the amount 
invested in bonds other than real estate bonds and mortgages 
was $1,615,844,321, while the amount owned in stocks was 
$145,560,549, which latter amount had further decreased by 
December 3i, 1910, to $129,622,493. 

Life insurance companies are permitted to invest in collateral 
loans, which usually yield a remunerative rate of interest. 
The amount invested in such loans has naturally fluctuated 
considerably in response to the varying condition of the money 

* This ia on account of the low interest yield realized on government securities and the required average 
earnings of legal reserve life insurance companies of not less than 3 per cent., 3£ per cent, or 4 per cent., 
according tothe statutory requirements of the several States. 
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market. In 1865 the amount invested in collateral loans was 
$966,032, a maximum amount of $66,012,028 having been 
reached in 1903. Since then there has been a decline in the 
amounts invested in collateral loans, in conformity to more 
restrictive statutory requirements, and in 1910 the amount 
thus held was only $14,070,127. 

Life insurance companies may loan upon the reserve 
value of their own policies, largely for the purpose of 
preventing needless lapses and surrenders. The rate of inter- 
est charged is usually five per cent., so that loans of this nature 
constitute a desirable and remunerative form of investment, 
provided the proportion of such loans does not become unduly 
large. The practice has prevailed almost from the beginning of 
life insurance experience and as early as 1865 the amount in- 
vested in premium notes and policy loans was $14,118,881. The 
earlier practice of premium notes has, however, long since been 
discontinued. By 1885 the amount invested in premium notes 
and loans was $18,694,821, and in 1910 the amount was 
$465,949,433. 

In the nature of the business, there is an urgent necessity 
for the holding of considerable sums in cash, or in the form of 
bank balances, drawing the usual rate of two per cent, interest.* 
Obviously it is of importance to reduce the amount of cash 
in office, or in the form of bank balances, to a reasonable and 
practicable minimum, but it is only within recent years that, 
partly in conformity to statutory requirements, there has 
been a decided tendency towards an actual and relative 
reduction in the amounts of cash in office and banks. The 
amount thus held increased from $2,725,639 in 1865, to a 
maximum of $106,909,393 in 1903. Subsequent to this year 
the amount has gradually decreased to $59,661,648 in 1909, 
and to $55,707,611 in 1910. 

In conformity to law or departmental practice, deferred and 
unpaid premiums in course of collection are admitted assets 
of life insurance companies. The amount of assets of this form 
has varied considerably during the earlier years, but the tend- 

* This is partly on account of the long established methods of most of the companies to pay claims on 
the day proofs of death are received and in which the documentary evidence warrants the conclusion that 
the claim is a valid one. 
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ency in recent years has been towards a proportionate reduc- 
tion. Companies usually allow 30 days' grace in the pay- 
ment of premiums, which is taken advantage of to a consid- 
erable extent. In 1865 the amount held in deferred and 
unpaid premiums was $4,633,698, increasing to a maximum 
during the earlier period, partly because of disturbed finan- 
cial and industrial conditions, of $22,567,031, in 1870. The 
amounts decreased subsequent to that year, reaching a mini- 
mum point in 1879. There has been a gradual increase since 
that year, to a maximum amount of $45,149,901 in 1905, and 
a gradual reduction since that year to $40,571,715 in 1909. 
The item of deferred and unpaid premiums is naturally a non- 
interest bearing ledger asset. Aside from the foregoing items, 
there are a few which cannot conveniently be given in detail 
and which are combined under the term "all other assets," the 
amount of which has increased from $1,169,012 in 1865, to 
$47,707,799 in 1910. 

All of the foregoing observations have reference only to the 
business details of companies reporting to the New York 
Insurance Department. As has previously been stated, more 
complete returns are available since 1888 and are given in 
detail in Table XIX, which also shows the change previ- 
ously referred to as to bonds and stocks owned since 1902. It 
may further be observed in this connection that the general 
financial statistics include both Ordinary and Industrial busi- 
ness, since the assets pertaining to the two branches cannot be 
conveniently separated, nor is such a separation required by 
the insurance laws of the several states. 

Summarizing the financial statistics for the 189 companies 
for which the information was available in 1909, and as given 
in Table XIX, it is shown that the total admitted assets 
of American legal reserve life insurance companies on De- 
cember 31 of that year amounted to $3,643,857,971. Of this 
amount $166,712,430, or 4.6 per cent., was invested in real 
estate, and $1,084,345,817, or 29.8 per cent., in real estate 
mortgages. The sum of $1,615,844,321 was invested in bonds 
other than real estate bonds and mortgages, and $145,560,549 
in stocks. The two items of bonds and stocks combined con- 
stituted 48.3 per cent, of the total admitted assets. The 
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amount invested in collateral loans was $19,547,873, or 0.5 
per cent, of the aggregate, while the amount invested in pre- 
mium notes and loans was $446,276,468, or 12.2 per cent, of the 
total. The amount of assets represented by cash in office and 
banks was $71,654,128, and the amount represented by deferred 
and unpaid premiums was $47,692,111. The two items com- 
bined constituted 3.3 per cent, of the total admitted assets. 
All other assets amounted to $46,224,274, or 1.3 per cent, of 
the total. 

The income of life insurance companies is primarily derived 
from the premiums paid by policyholders and the interest 
earnings on invested funds. Most of the companies transact 
also an annuity business, which, however, in the United States, 
has never attained to very considerable proportions. The total 
income of American life insurance companies increased rapidly 
from $5,856,758 in 1860 to $118,573,782 in 1873. Following 
that year the total income gradually declined to a minimum of 
only $78,369,485' in 1880, as the result of the financial and 
industrial depression of the period and the lamentable failure 
of a number of important life insurance institutions.* Only 
slow progress was made during the next ten years, but by 1890 
the total income had increased to $196,938,069, which by 
1909 had further increased to $748,027,892. The business has 
now attained to such enormous magnitude that an experience 
similar to that of the seventies may safely be considered 
impossible. Since, in the nature of legal reserve life insurance, 
large sums are required to be accumulated for the ultimate dis- 
charge of maturing liabilities, the proportion of premium to 
total income tends naturally to decrease on account of the 
increasing sums derived in the form of interest on invested 
funds. In 1860 of the total income, 81.2 per cent, was received 

* Of the more important companies that have failed during this period, or the years immediately follow- 
ing, mention may be made of the Guardian (1873), the North America (1874), the Security Life and Annu- 
ity (1875) , the Continental (1876) , the Universal (1877) , the Globe (1879) , and the Knickerbocker (1882) . 
All of these companies had their domiciles in the State of New York. The following are companies of other 
states: The Republic, of Chicago, III., failed in 1875, the American National Life and Trust, of Hartford, 
Conn. ( 1875) , the Columbia, of St. Louis, Mo. (1876) , the New Jersey Mutual of Jersey City, N. J. ( 1877), 
the Life Association of America, St. Louis, Mo. (1878), the Piedmont and Arlington, of Richmond, Va. 
(1880), the Charter Oak, of Hartford, Conn. (1886), the Continental, of Hartford, Conn. (1887), and the 
American, of Philadelphia, Pa. (1890). It has been estimated by Mr. John A. McCall that the total 
josses to policyholders caused by the failure of these, and nineteen other but smaller companies, was about 
$35,000,000. 
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from premiums, against 74.9 per cent, in 1909. The propor- 
tion of income received in the form of annuity payments was 
0.1 per cent, in 1860, reaching a maximum proportion of 2.4 
per cent, in 1881 and the same proportion in 1883. The 
amounts, as well as the proportion, have fluctuated consider- 
ably from year to year, and a minimum point was reached in 
1908, when the percentage of annuity income was only 0.5. 
In 1909 the proportion was 0.7 per cent. The income from 
investments and other sources constituted $1,097,227 in 1860, 
or 18.7 per cent. By 1885 the amount of income from these 
sources had increased to $27,353,922, or 25.5 per cent. On 
account of the vast amount of new insurance written during 
the twenty-five years following, the relative proportion of 
income from other sources than premiums and annuities under- 
went a decline during some years, but by 1909 the proportion 
was 24.4 per cent., while the actual amount received as income 
from investments or other sources was $182,798,999. The 
details by single years are set forth in Table XX. 

The total disbursements of American life insurance com- 
panies have increased from $2,908,936 in 1860 to $81,499,913 
in 1885, and to $505,360,483 in 1909. Of the disbursements 
during the year 1909 $172,280,388, or 34.1 per cent., was on 
account of death losses, $41,213,252, or 8'.2 per cent., was on 
account of matured endowments, and $7,382,565, or 1.5 per 
cent., was on account of annuity payments. In addition 
thereto $76,813,974 was paid out during 1909 on account of 
lapsed, surrendered or purchased policies, and $63,040,725, or 
12.5 per cent., of the total disbursements was paid in dividends 
to policyholders. The total amount paid to policyholders 
during 1909 was, therefore, $360,730,904. The total expenses 
during the year, including commissions to agents, taxes, etc., 
amounted to $143,208,143, while $1,421,436 was paid in divi- 
dends to stockholders.* The details of disbursements by single 
years are given in Table XXI. It requires to be taken 
into consideration that the business of life insurance in the 

* During 1910, according to the Spectator Year Book, 214 companies expended $153,040,353 in expenses 
of management. Of this sum, $87,628,519 was for commissions, salaries and traveling expenses of agents 
$26,036,575 for medical fees, salaries, and all other charges of officers and employees, $2,140,037 on account 
of dividends to stockholders, and $37,235,222 on account of all other expenditures. For details concerning 
the expenses of life insurance companies during 1910, see Table XXI-A. 
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United States is still increasing at such a rapid rate that the 
ratio of the returns to policyholders in proportion to premium 
or total income does not yet represent normal conditions, 
which cannot be attained for many years to come. In other 
words, it is in the nature of level premium life insurance that 
vast sums require to be accumulated in anticipation of future 
policy obligations as they fall due, and it is on this account that 
the ratio of expenses, including agents' commissions, taxes, etc., 
is relatively large and accounted for by the extraordinary 
growth of the business during recent years. It may further 
be pointed out that the large sums paid to policyholders on 
account of lapsed, surrendered or purchased policies reflect 
most favorably upon the more liberal practice of life insurance 
companies at the present time, in conformity, however, to statu- 
tory requirements, protecting by legal safeguards the interests 
of the insured in the reserve value of his policy in the event of 
voluntary discontinuance previous to maturity or death. 

The earlier discussion of new Ordinary insurance issued by 
American life insurance companies, including revivals and 
additions, the details of which are contained in Table XV, 
requires to be amplified by a discussion of policy termina- 
tions, concerning which the necessary details, by numbers and 
amounts, are contained in Tables XXII and XXIII. Policy 
terminations may be voluntary by surrender or lapse, or by 
change or decrease, and a relatively large number of policies 
are cancelled in this manner, although the proportion of such 
cancellations to the total amount of insurance in force is 
gradually diminishing. There is probably no problem in life 
insurance administration more generally misunderstood than 
the lapse question, which is one of equally serious concern to 
the company as well as to its policyholders. A considerable 
amount of new insurance is written in good faith, but subse- 
quently, for a variety of reasons, the insured is either not able 
or willing to assume the policy obligations.* Under modern 
methods of State supervision only the paid-for business is 
required to be reported, but since every policy is in force from 

* The ratio of rejected applicants varies considerably with the different companies, the class of applicants 
solicited, the territory operated, etc., but approximately from 10 per cent, to 20 per cent, of life insurance 
applicants are declined for medical or other reasons. 
3 
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the date of issue for the period of time for which the premium 
has been paid, the insured has received the full equivalent 
value in the form of insurance protection. It may safely be 
asserted that everything possible is being done by conserv- 
atively managed life insurance companies to reduce the lapse 
and surrender factors to a minimum, but since statutory require- 
ments favor liberal surrender values, the companies are at a 
disadvantage in meeting a situation which is unquestionably 
one of the most perplexing problems of successful office ad- 
ministration. It is evident that in a time of economic dis- 
tress the tendency towards voluntary policy terminations is 
materially increased, and this is brought out by the details 
of Table XXII, which shows an actually and relatively 
large number of terminations during periods of financial 
panics or industrial distress. It is not possible, within the 
limitations of this discussion to deal with the rather complex 
conditions which account for the wide fluctuations in the rela- 
tive distribution of policy terminations, voluntary or other- 
wise,* but all the essential facts, by numbers and amounts, as 
well as their distribution on a percentage basis for the entire 
period for which the information is available, is contained in 
Tables XXII and XXIII. It may be pointed out, however, 
that while on the basis of numbers the proportion of policies 
lapsed during 1909 was 82 per cent, of the total number of 
terminations, the proportion lapsed on the basis of amounts 
was only 57.8 per cent. Other interesting facts are disclosed 
by the tables referred to, which emphasize a most important 
chapter in life insurance history. 

For the purpose of further emphasizing the termination 
factor, Table XXIV has been included, which exhibits the 
termination rates from surrenders and lapses of 27 Ordinary 
life insurance companies in the form of percentages of the 
mean number of policies in force for each of the years 1891- 
1910, inclusive. This table has been derived from the "Spec- 

*The practice of life insurance companies in extending every reasonable facility for the revival or rein- 
statement of lapsed policies without loss or expense to the insured, is in marked contrast to the methods 
of savings banks, which require the forfeiture of interest in the event of withdrawal of the deposit previous 
to a given date. During periods of panic or financial depression the losses to depositors on this account 
have assumed considerable proportions. The liberal methods of life insurance companies are also in marked 
contrast to the practices of building and loan associations, which impose heavy, and sometimes prohibitory, 
fines for the non-payment of dues and as a condition for the reinstatement of lapsed certificates. 
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tator Year Book," which, unfortunately, does not contain the 
actual numbers used in arriving at the percentages stated. It, 
however, may safely be assumed that the table has been derived 
from the official returns made by the 27 companies referred to. 
According to the table the percentage of policies terminated 
of the mean number of policies in force has decreased from 9.31 
during the five years ending with 1895 to 6.11 during the five 
years ending with 1910. The table, therefore, warrants the 
conclusion that the tendency of the business is towards a 
reduction in the rate of voluntary terminations and, in a gen- 
eral way, this conclusion may be said to apply to the entire 
business of American life insurance companies at the present 
time. 

There has also been included in the present discussion 
Table XXV, exhibiting the expense rate of 24 American 
life insurance companies, based upon the mean amount of 
insurance in force during the period 1891-1910. This table 
has been derived from the "Spectator Year Book" for 1911 and 
represents the returns of identical companies, which may safely 
be considered as approximately representing the condition of 
the entire business of American life insurance companies during 
the period under review. The expense rate considered by five- 
year periods increased from 0.96 per cent, during the five 
years ending with 1905, to a maximum of 1.00 per cent, dur- 
ing the five years ending with 1905, but during the last five 
years the rate has very materially decreased, to an average 
of only 0.70 per cent. The maximum expense rate has been 
1.03 per cent, while the minimum has been 0.66 per cent. 
During 1910 the rate was 0.69 per cent. As far as it is pos- 
sible to judge, the tendency of the business at the present 
time is distinctly towards a reduction in the expense rate, but it 
is practically certain that, owing to the conditions under which 
the business must be carried on, a further material reduction 
in the expense rate is not to be anticipated. While, theoret- 
ically, the agency system may seem to be an unnecessary 
burden upon the business, which perhaps should not need 
earnest solicitation for its widest possible development, it is 
true nevertheless that without the employment of agents 
practically no business would be transacted. This has been 
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the experience of the British government in its life insurance 
branch of the Post Office Savings Bank Department, and it 
has also been the experience of several English companies 
which have been in existence for many years.* Life insur- 
ance without agents is, perhaps, theoretically desirable, but 
in the light of past experience the agent or solicitor is an 
indispensable factor, whose proper compensation is, therefore, 
as legitimate an item of expense as is the labor factor in 
trade, industry and transportation. 

The discussion of general insurance finance (Table XX) 
with special reference to the items of the income account from 
other sources than premiums and annuities, requires to be 
amplified by a brief discussion of interest earnings on the basis 
of mean ledger assets, less capital employed in the conduct of 
the business, as carried on by stock corporations. The most 
useful data on the subject are contained in the annual publica- 
tions of Mr. Benjamin Brown, on Life Insurance Economics, 
and Table XXVI is included by the courtesy of Mr. Brown 
and it has been brought down by him from 1875, previous to 
which no information is conveniently available. According to 
the table referred to, the rate of interest earned by American life 
insurance companies has decreased from an average above 6 
per cent, during the three years 1875-1877, and an average 
above 5 per cent, during the period 1878-1893, to an average 
somewhat above 4^ per cent, during the last sixteen years of 
the period under review. A maximum rate of 6.81 per cent, was 
earned in 1875, while the minimum rate has been 4.57 per cent., 
which was earned during the year 1905. As far as it is possi- 
ble to judge, the normal interest earnings are not likely to fall 
much below 4.5 per cent, and the probability is that an aver- 
age rate between 4.5 per cent, and 5 per cent, will be main- 
tained at least for some years to come.f 

* See Table XIV in my Discussion of State Pension and Annuities in Old Age in No. 85 of the 
Quarterly Publications of the American Statistical Association for March, 1909. 

f A discussion of the probable future rate of interest does not fall within the scope of this review. The 
theory of the subject is precisely set forth in " The Nature and Necessity of Interest," by G. Cassel, 
London, 1903, and " Interest and Savings," by E. C. K. Gonner, London, 1906. The larger aspects of 
the problem are dealt with by Prof. Irving Fisher in his treatise on "The Nature of Capital and 
Income,' ' New York, 1906. The interest rate in its particular relation to insurance has been a subject 
of frequent discussion before the Institute of Actuaries, London, and the Actuarial Society of America. 
As an interesting reminder of the fallacy in forecasting the future rate of interest, the following is quoted 
from a letter by Elizur Wright to Mr. Clarence H. Clark, President of the National Life Insurance Com- 
pany, dated Boston, February 21, 1871: "As it is little less than certain that money will earn more than 
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The interest earnings are naturally determined by the 
nature of the investments, to which companies are limited by 
statutory requirements, and some additional information 
concerning the rates of interest earned on different classes of 
investments is furnished by the tables derived from Life 
Insurance Economics for the period 1894-1909. According 
to Table XXVII, the rate of interest earned on bonds and 
stocks has decreased from 4.75 per cent, during the five years 
ending with 1898 to 4.33 per cent, during the five years ending 
with 1908. The rate earned during 1909 was 4.37 per cent. 
The rate of interest earned on mortgage loans has decreased 
from 5.43 per cent, during the five-year period ending with 
1898, to 4.89 per cent, during the five-year period ending with 
1908. During 1909 the rate earned was 5.02 per cent. In 
contrast to the decline in the average rate of interest earned on 
bonds and stocks and mortgage loans, the rate of interest 
earned on real estate has increased from 4.41 per cent, during 
the five years ending with 1898 to 5.47 per cent, during the 
five years ending with 1903, and 6.21 per cent, during the five 
years ending with 1908. During the year 1909 the rate of 
interest earned on this class of investments was 6.42 per cent. 
The rate of interest earned on all other securities, including 
loans on collateral, policy loans and cash in office and bank 
decreased from 4.38 per cent, during the five years ending 
with 1898 to 4.29 per cent, during the five years ending with 
1903. Subsequent to this period the rate increased to 4.71 
per cent, during the five years ending with 1908 and to 4.82 
per cent, during the year 1909. Considering all classes of 
investments, the interest rate has changed from 4.92 per cent, 
during the five years ending with 1898 to 4.66 per cent, during 
the two subsequent five-year periods, and finally to 4.74 per 
cent, during 1909.* 

six per cent, per annum, for some ages to come, with an ample capital staked on the careful selection of 
risks, the safety of investments, and the economy of expenditures, a six per cent, reserve, on rates that 
exceed the net at six per cent., must be ample for the security of the policyholders." In a letter of Mr. 
David Parks Fackler to Mr. Clark, dated New York, May 2, 1871, occurs the statement that: " It is 
pretty certain that money can be safely loaned at over six per cent., during this generation at least, and, 
if in the future interest should steadily decline, the reserves can then be gradually increased by assuming 
rates of interest somewhat lower than six per cent., which will fully provide for the safety of the in- 
sured." (See Report of Proceedings of the First National Insurance Commissioners' Convention, N. Y., 
1871, pp. 167-168.) 
* The information for 1910 is not available. 
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The premium rates of American life insurance companies 
have naturally varied more or less during the fifty-year period 
under review. In the case of participating companies, an 
adjustment between the expected and the actual mortality 
is arrived at by the payment of so-called dividends, represent- 
ing an overcharge in the original premium, the excess of which 
is returned to the policyholder upon the basis of actuarially- 
ascertained business results. In the case of non-participating 
insurance, the normal death rate observed to prevail among 
the insured is assumed to be a sufficiently accurate basis in 
premium calculations. The present practice of most of the 
state insurance departments is to require the use of the 
American experience table and with interest not higher than 
3§ per cent, in calculating the net premium rates, which are 
increased by the necessary addition for expenses and contin- 
gencies, the proportion of which is now fixed precisely by 
the insurance laws enacted by the New York legislature and 
other states during 1906 and subsequent years. All of the 
large companies verify their annual experience by valuations 
to ascertain the actual financial results of their own past mor- 
tality experience. The results of investigations of this kind 
have been published by a number of companies and they have 
been amplified by the "Specialized Mortality Experience," 
published under the direction of the American Actuarial 
Society in 1903. A new investigation, including a large 
number of special classes of risks, is at present in course of 
being completed and when available will aid in the further 
improvement of the practice of life insurance in essential 
matters of detail.* 

* In connection with the investigations which have been made to ascertain the actual experience of 
American life insurance companies, the following publications may be consulted: "Address on the Genesis 
of the American Experience Table," by David Parks Fackler, reprinted in The American Underwriter. 
New York, May, 1908; "Mortuary Experience of the Mutual Life Insurance Company, 1843-74," vol. I, 
New York, 1876, vol. II, 1877; "Mortuary Experience of the Mutual Benefit," 1845-79, Newark, 
N. J., 1880; "Report on the Mortuary Experience of the Michigan Mutual Life," Detroit, 1883; "Mor- 
tality Experience of the Connecticut Mutual, 1846-78," Hartford, 1884; "Mortality Experience of the 
Provident Life and Trust Company of Philadelphia, 1866-85," Philadelphia, 1886; "Mortality Experience 
of the Washington Life, 1860-86," New York, 1889; "Female Life Mortuary Experience of the New 
England Mutual Life Insurance Company, 1863-92," Boston, 1893; "Mortality Experience of the Canada 
Life Assurance Company, 1847-93," Hamilton, Ontario, 1895; "Report on the Mortality Records of the 
Mutual Life, 1843-98," New York, 1900; "Life Experience of the Travelers' Insurance Company , V ASQ7~ 
1908"; "A paper read before the Actuarial Society of America," 1910; and "Standard and Sub-standard 
Industrial Mortality Table," derived from the experience of the Metropolitan Life Insurance Company, 
published by the Spectator Company, New York. 
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A comparison of non-participating and participating pre- 
mium rates by decennial periods is made in Tables XXVIII 
and XXIX, which give the required information by single 
years of life, together with the number of companies for which 
the information could be secured. At age 40, for illustration, 
the non-participating rate per $1,000 of whole life insurance 
was $27.75 in 1860, against $24.76 in 1880, and $26.65 in 1910. 
It is evident that the earlier rates were too high, while the 
rates during the middle of the period were too low, so that the 
present rates may be assumed to represent a more correct 
approximation to the true mortality rate prevailing among 
the insured population of the United States. Comparative 
participating premium rates do not permit of an equally 
accurate comparison, in that the rates, of course, are materially 
affected by the payment of subsequent dividends, the amount 
and proportion of which has naturally varied considerably 
during the half -century period at present under review* 
At age 40 the average participating rate per $1,000 of whole 
life insurance in 1860 was $31.42, against $31.09 in 1880 and 
$32.01 in 1910. It is, therefore, shown that the non-partici- 
pating rates are somewhat lower at the present time than fifty 
years ago, while participating rates are slightly higher. 

Subsequent to the legislative investigation of life insurance 
companies by the State of New York, laws were enacted in 
several states prohibiting companies from transacting at the 
same time a participating and a non-participating business. 
Required to make a choice of either plan, quite a number of 
stock companies made a selection of the non-participating 
plan, which, accordingly, within recent years has been much 
more generally developed than in former years. Information 
is not available as to the amount of participating and non-par- 
ticipating insurance during years previous to 1906, but, in that 
year, of the companies reporting to the Insurance Department 
of the State of New York, 79.9 per cent, of the business was 
on the participating plan and 20.1 per cent, on the non-par- 

* The most useful data relating to actual dividends paid by American life insurance companies according 
to the form or plan of insurance and including results under deferred dividend policies are contained in the 
1911 edition of "Annual and Deferred Dividends," published by the Spectator Co., N. Y. For annuity 
rates see the Handy Guide to Premium Rates and Policy Conditions, published annually by the same com- 
pany. 
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ticipating plan. By 1910 the proportion of participating 
insurance had decreased to 72.9 per cent., while the pro- 
portion of non-participating insurance had increased to 27.1 
per cent.* Since the amounts considered include Industrial 
insurance, it requires to be pointed out that the two leading 
Industrial companies are both on the non-participating plan 
and the rapid growth of Industrial insurance, to a certain 
extent, accounts for the actual and relative increase in non- 
participating insurance. The details for recent years are given 
in Table XXX, which has been derived from the returns of 
the New York Insurance Department. 

In this connection, it may also be stated that out of 214 
companies in active operation on December 31, 1910, 171 
were stock companies, while 43 were transacting business on 
the mutual plan. The total capitalization of the 171 stock 
companies was $43,446,277 representing an average of $254,072 
of capital for each company. The distribution of companies 
by specified amounts of capital and the total capitalization by 
groups is given in Table XXXI, which has been derived 
from the "Spectator Year Book" for 1911. 

In continuation, Table XXXIa shows the classification of 
companies, according to capitalization, paying dividends to 
stockholders during 1910, or not paying dividends, with the 
rates of dividends earned, according to size. It is brought out 
by this analysis that out of 171 stock companies, 105, with a 
capitalization of $19,603,836, paid no dividends to stockholders 
during the year. It is further shown that the 66 companies 
earning dividends paid at the average rate of 8.48 per cent., 
the rate ranging from 6.33 per cent., for companies with a 
capital of less than $50,000 to 9.07 per cent, for companies with 
a capital of $250,000 or over. 

The amount of dividends paid to stockholders of American 
life insurance companies is accurately known for a long period 
of years, but only with regard to the companies reporting to the 
New York Insurance Department. The rate has varied con- 

* Excluding the Industrial business, it has been brought out by recent tabulations for the year 1910 
that 43 companies had $10,134,210,495 of participating Ordinary insurance in force, and $1,894,540,904 
of non-participating Ordinary insurance, or, respectively, 84.2 per cent, and 15.8 per cent. According to 
a statement in the Spectator for October 12, 1911, 36 companies had $4,470,078,408 of participating Ordi- 
nary insurance on the annual dividend plan, and $4,098,699,510 on the deferred dividend plan. 
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siderably during the last 50 years, a minimum rate of 2.9 per 
cent, having been paid in 1860 and a maximum rate of 11.1 
per cent, having been paid during 1910. The rate for 1910 was, 
however, affected by the payment of a stock dividend in the 
case of one company, transacting a combined life, accident and 
liability business. The details of dividends paid on the capital 
invested by single years since 1860 are given in Table XXXII, 
which has been derived from the "Spectator Year Books" for 
1910 and 1911. It is a matter of regret that full information 
is not available for a larger number of stock companies, but 
it may be stated that the average interest rate paid on the 
capital stock of life insurance companies reporting to the Insur- 
ance Department of New York State has been 7.4 per cent, 
during the last ten years. Some of the companies, in fact, are 
limited by law to a dividend return of only 7 per cent., while 
in some others either the. statutory or the voluntary limitation 
is 10 per cent. Considering the enormous amount of busi- 
ness transacted, as measured by the total annual income, 
or the aggregate amount of invested assets, the dividends 
paid to life insurance stockholders are relatively of no material 
importance. 

Since in public discussions of the dividends paid to stock- 
holders of life insurance companies the essential facts are often 
ignored, a few additional tables have been included to empha- 
size the more important considerations, which require to be 
taken into account. In Table XXXIIa the data are 
analyzed according to the length of business experience, with 
the necessary division as to stock companies paying, and not 
paying, dividends in 1910. It is shown that 66 companies 
paying dividends returned to the stockholders on an average 
8.48 per cent, on the investments, the highest rate being paid 
by two companies organized during the decade ending with 
1880 and for which the rate was 12.83 per cent. For 31 
companies organized during the decade ending with 1910 the 
average dividend to stockholders was 5.87 per cent., while for 
11 companies organized during the decade ending with 1900 
the average rate was 6.54 per cent. Including the 105 com- 
panies with a capital of $19,603,836 not paying dividends to 
stockholders during 1910, the average rate of interest paid on 
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the total capitalization of life insurance companies during 
1910 was only 4.66 per cent. 

A further classification of the companies is made in Table 
XXXII6, showing the distribution of the companies accord- 
ing to the rate of dividends paid. According to this table 
only six companies paid dividends in excess of 10 per cent, 
during the year, including one company transacting a life, 
accident and liability insurance business. The actual and 
relative earnings of capital invested in life insurance com- 
panies represent, therefore, only a reasonable compensation 
for the amount at risk. 

In considering the progress made by American* life insur- 
ance companies during the past half-century, it has not seemed 
necessary to make allowance in the various statistical tables 
for the amount of business transacted in Canada and other 
foreign countries. Although quite a number of American 
companies transact business in Canada, only a small number 
of Canadian companies transact business in the United States. 
Only four American companies transact business in other 
foreign countries than Canada and the business results for 
these companies have been brought together in Table 
XXXIII, which, however, are exclusive of the business trans- 
acted by these companies in Canada. The table is for the 
period 1885-1910 and it is shown that during a quarter of a 
century the number of policies in force in foreign countries 
other than Canada has increased from 54,449 in 1885 to 430,- 
559 in 1910. It is also shown by the table that a maximum 
point was attained in 1905 and the subsequent reduction in 
the amount of insurance in force is partly the result of legis- 
lation hostile to American companies transacting business in 
European countries, but largely because of the changes in 
business methods following the New York legislative insur- 
ance investigation of 1905. With further reference to this mat- 
ter it may be stated that the amount of insurance in force with 
American life insurance companies in foreign countries other 
than Canada was $187,689,531 in 1885, against $1,029,986,802 

* The term " American" life insurance companies, unless otherwise stated, includes throughout this dis- 
cussion five Canadian companies and one reinsurance company of Germany. The total American busi- 
ness of these six companies is too small to affect the aggregate results, but details are given in Table XXXV. 
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in 1910. The premium income during the 25-year period 
ranged from $8,040,835 in 1885, to $44,048,201 in 1910. 

In marked contrast to the rather unsatisfactory recent 
development of the American life insurance business in foreign 
countries the business of these companies in Canada has 
increased uninterruptedly from 1885 to 1910. During the 25- 
year period the number of American companies transacting 
business in Canada increased from 12 to 16, the number of 
policies in force increased from 30,762 to 496,801, the amount 
of insurance in force increased from $49,440,735 to $217,956,- 
351, and the premium income increased from $1,723,012 in 
1885 to $7,476,859 in 1909. In 1910 the premium income was 
$8,239,485. The results include the Industrial business of the 
Metropolitan and Prudential, the former company having 
transacted business in Canada for many years. The details 
by single years are given in Table XXXIV. The infor- 
mation has been derived from the annual reports of the Cana- 
dian Insurance Department.* 

The amount of insurance transacted in the United States 
by foreign life insurance companies is relatively small, for in 
1910 there were only six such companies in active operation, 
including one transacting exclusively a re-insurance business. 
The available information is for the decade ending with 1910, 
and the details are shown in Table XXXV, in which the 
certificates of the re-insurance company are considered as 
policies, and the amount of re-insurance as insurance in force. 
According to the table, there were three foreign companies 
operating in the United States in 1901, having 13,307 policies 
in force and insuring $19,409,660. By 1910, the number of 
companies had increased to six, the number of outstanding 
policies, including re-insurance certificates, to 35,052, and the 
amount of outstanding insurance to $65,568,084. The premium 
income has increased from $657,813 in 1901 to $1,977,594 in 
1910. 

* The total premium income from Canadian business of all life insurance companies transacting business 
in Canada in 1910 was $29,791,707, of which $8,239,486, or 27.7 per cent., was received by American Com- 
panies transacting business in the Dominion. In 1900 the proportion of the total life insurance premium 
income received by American companies operating in Canada was 28.4 per cent.; in 1890, 38.2 per cent, 
and in 1880, 41.0 per cent. Relatively, in proportion to the development of the Canadian business, the 
American companies nave not gained as much as Canadian and other companies transacting business 
in Canada. 
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Although somewhat outside the scope of the present dis- 
cussion, it has seemed advisable to include, for the purpose 
of convenient comparison, Table XXXVI, exhibiting the 
business of fraternal and assessment associations in the United 
States during the period 1885-1910. It is not perhaps strictly 
accurate to refer to the business of these associations as 
"insurance" in the sense of an exact definition of the term, for 
the element of absolute security implied in the theory of legal 
reserve life insurance is necessarily wanting. A discussion of 
fraternal and assessment insurance is subject to the further 
and serious disadvantage that the returns are more or less 
untrustworthy, in that statutory requirements concerning 
annual reports to insurance departments and methods of 
official supervision and control have never been as rigid with 
respect to the business of fraternal and assessment associations 
granting insurance certificates as in the case of legal reserve 
life insurance companies issuing policies adequately protected 
by law. It is, therefore, with much diffidence that publicity 
is given to the available results, but subject to a necessary 
attitude of caution, the data are of considerable interest and 
value. It is shown by the table referred to that the number 
of organizations transacting so-called fraternal or assessment 
insurance and differentiated fraternal orders, assessment life 
associations and stipulated premium companies has changed 
from 139 in 1885 to 817 in 1909. It is, however, safe to assume 
that the actual number of such organizations is much larger. 
The number of certificates in force has increased from 714,356 
at the beginning of the 25-year period to 8,842,766 at the end. 
The amount of insurance in force has increased from $1,484,- 
224,883 in 1885 to $9,672,910,261 in 1909. Recalling that the 
total amount of Ordinary and Industrial insurance in force on 
December 31, 1909, was $15,480,721,211, the present posi- 
tion of fraternal and assessment insurance is by no means an un- 
important one. It is hardly necessary on the present occasion* 
to emphasize further than has been done the fundamental 
difference between legal reserve life insurance, which requires 

* For a suggestive discussion of the fraternal beneficiary corporations doing business in Massachusetts, 
by Francis B. Forbes, see Quarterly Publications, American Statistical Association, March, 1902. See also 
"Fraternal Insurance in the United States," by Prof. B. H. Meyer, Annals of the American Academy of 
Political and Social Science, March, 1901. 



41] American Life Insurance Progress. 707 

the accumulation of necessary reserve and surplus funds to 
absolutely secure to the policyholder the ultimate fulfillment 
of all outstanding contractual obligations, and so-called fra- 
ternal or assessment insurance, which aims rather to provide 
insurance protection at lowest current cost, without adequate 
security for the ultimate fulfillment of policy obligations fall- 
ing due in years to come. The large number of associations 
is in itself an element of danger, in that the required skill and 
experience in management in the case of many of these with a 
small membership is necessarily wanting, but it is still more 
unfortunate that the past record of fraternal insurance should 
be one of failure and disaster on the part of countless institu- 
tions which have gone out of existence, to the serious disap- 
pointment and loss of those who are most in need of adequate 
protection at death or in old age. The interests involved 
are of such far-reaching social and economic importance that 
more effective methods of state supervision and control are 
imperatively demanded, and the present tendency is, fortu- 
nately, in this direction.* 

Among the many problems which have a direct bearing upon 
the progress of life insurance in the United States, there is 
probably not one of greater importance than taxation.f The 
subject might have been discussed in connection with the 
expenditures of life insurance companies, but it has seemed best 
to present the facts in a separate tabulation, and this has been 
done in Table XXXVII, which exhibits the taxation of Amer- 
ican life insurance companies during the period 1860-1910. 
It is shown that the actual amount paid in taxes has increased 
from $36,084 in 1860 to $12,126,470 in 1909. In proportion 
to the premium income, the tax rate paid to each $100 received 
in premiums has increased from $0.82 in 1860 to $2.15 in 1909. 

* The seriousness of the situation which confronts fraternal societies granting insurance certificates ia 
best emphasized in the statement that, out of 689 orders and associations, according to the Spectator 
Year-Book for 1911, the number which had been less than five years in active operation was 234, or 34 per 
cent.; the number from five to nine years in operation was 132, or 19.2 per cent.; from ten to fourteen years 
there were 100, or 14.5 per cent.; from fifteen to nineteen years there were 79, or 11.5 per cent.; from twenty 
to twenty-four years there were 49, or 7.1 per cent.; and only 95, or 13.8 per cent, of the total number, had 
been in operation twenty-five years or more. For an excellent discussion of the present fraternal situation, 
see the Annual Eeport of the Commissioner of Insurance of the State of Wisconsin, Part II, Madison, 1911. 
See also the Annual Reports of the Insurance Commissioners' Conventions for recent years. 

t For a full discussion of the tax problem in life insurance, see Chapters VI and VII of Insurance Science 
and Economics, by the writer, published by the Spectator Company, 1910. 
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In proportion to total income, the rate of taxation has increased 
from $0.65 in 1860 to $1.62 in 1909. The rate has necessarily 
fluctuated more or less during the long period of years, but the 
rates have been highest during the period following the panic 
and depression of the seventies, the Spanish-American War, 
when Federal stamp taxes were required to be paid by life 
insurance companies, and the last few years, when, in addition 
to increasing rates of state taxation, the companies have been 
burdened with a Federal Corporation Tax. In 1910 the rate 
was $2.20 to every $100 of premium income and $1.67 to every 
$100 of total income. The general tendency of the tax rate 
is decidedly in an upward direction and a further increase 
must be considered a serious menace to the future interests 
of life insurance companies and their policyholders. It re- 
quires no argument to prove that contractual pecuniary obli- 
gations cannot be subsequently modified in their terms, and 
that, therefore, the taxation of life insurance interests should 
be in conformity to the nature of the business and not in 
apparent defiance of sound principles of economics and public 
finance. 

In concluding this review of life insurance progress in the 
United States during the last fifty years, it has seemed advis- 
able to include a few additional tables, emphasizing present- 
day conditions and of these the distribution of insurance 
according to the state of domicile is of exceptional interest to 
the student of life insurance development in the United States. 
According to Table XXXVIII, the largest number of 
active life insurance companies in 1909 were located in the 
State of Indiana, while quite a number of states have only one 
or two companies of local origin. The number of companies, 
however, is no indication of the amount of business transacted, 
and while, for illustration, the 20 Indiana companies had only 
97,650 policies in force, insuring $186,212,266, the 11 com- 
panies organized under the laws of the State of New York had 
13,693,610 policies in force, insuring $7,511,225,442. Many 
of the companies in Southern and Western States have been 
organized during recent years, following the enactment of 
restrictive legislation by the State of New York, but, as has 
previously been pointed out, the actual amount of business 
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thus far secured is not a matter of material importance. It, 
of course, is entirely a question of the future as to whether 
many of the new institutions will prove successful, or, con- 
form to past experience, become amalgamated with companies 
of earlier organization, or fail, to the serious disappointment 
of their policyholders. 

An equally interesting comparison is made in Table XXXIX, 
which exhibits the Ordinary and Industrial insurance in force 
by states on December 31, 1910. This table exhibits the 
local business transacted by companies, whether chartered 
by the states for which the information is given, or whether 
permitted to do business therein by authority of the respective 
state insurance dpartments. The information is not conven- 
iently available as regards the total intra-state and inter- 
state business of companies by states of domicile, but a large 
proportion of the business of the principle companies is inter- 
state and only a relatively small proportion is intra-state.* 
The business of most of the smaller companies, particularly 
those organized within recent years, is largely intra-state, but 
the tendency is constantly towards an enlargement of the field 
of operation, in conformity to the underlying principle of all 
insurance, that the best business results are secured from a 
reasonably wide distribution of risks. According to Table 
XXXIX, the largest amount of insurance, both Ordinary 
and Industrial, is in force in the State of New York, or $2,564,- 
749,541, or $281 per capita. The highest per capita is for the 
District of Columbia, which, however, more properly falls 
within the definition of a city than a state. Next to the State 
of New York, the most important development of insurance 
has been in the State of New Jersey, where the per capita is 
$265, and the same per capita prevails in the State of Massa- 
chusetts. The lowest relative degree of development is met 
with in the State of Arkansas, where the per capita of insurance 
in force is only $60, followed by Mississippi, with $65, and 
New Mexico and Texas, f with $68. In the Southern States, 

* According to the available returns of 23 large and representative companies, having a total of 
$14,227,526,865 of insurance in force, only $2,103,423,788, or 14.8 per cent., was intra-state business, while 
$12,124,103,077, or 85.2 per cent., was interstate business. 

t The small results in Texas are partly due to legislation adverse to the interests of large insurance 
companies of other states. 
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however, the per capita development is materially affected by 
the negro population, which is practically uninsurable, and 
the reluctance on the part of life insurance companies to en- 
courage agency efforts in sections considered more or less 
unhealthy and otherwise unsatisfactory from an insurance 
point of view. 

The development of life insurance throughout the United 
States as measured by the amount of insurance per capita, 
is of considerable interest, and according to Table XL, the 
insurance per capita has increased from $5.47 in 1860 to 
$40.69 in 1885 and to $171.98 in 1909. During 1910, on the 
basis of the revised results of the Census, the per capita was 
$179.14. If allowance had been made for the negro population, 
of about ten million, the per capita results would naturally 
have been much higher, since only a very small proportion of 
the negro population is insured with Ordinary and Industrial 
companies, chiefly on account of the excessive mortality rate 
prevailing among this element of the population. 

The details of Ordinary insurance per capita are given in 
Table XLI, according to which the amounts have increased 
from $5.47 in 1860 to $38.11 in 1885 and to $139.01 in 1909. 
For 1910 the amount of Ordinary insurance per capita was 
$144.45. 

The details of Industrial insurance per capita for the period 
1876-1910 are given in Table XLII, according to which the 
per capita has increased from $2.58 in 1885 to $32.97 in 
1909. In 1910 the amount of Industrial insurance per capita 
was $34.69. 

An instructive statement of the aggregate results of 179 
American legal reserve life insurance companies since organi- 
zation up to December 31, 1910, is given in Table XLIII, 
which has been derived from the "Spectator Year Book," for 
1911. According to this table, the total number of policies 
issued since organization by both Ordinary and Industrial 
companies, exclusive of companies for which the information 
is at present not available, was 102,164,626, of which 29,884,- 
088 were still in force on December 31, 1910. The total 
amount of insurance issued since organization was $47,588,- 
901,004, of which $16,346,169,430 was in force on December 
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31, 1910. The aggregate premium and annuity receipts since 
organization have been $9,239,032,015, and the receipts from 
interest, rents, etc., since organization, $2,656,343,813, making 
a total of $11,895,375,828. Making allowance for companies 
not reporting, or which have gone out of existence, the total 
receipts of American legal reserve life insurance companies, 
since the introduction of the business into the United States, 
cannot have been less than $12,000,000,000. 

The amount paid out on account of death claims since organ- 
ization by 179 American legal reserve life insurance companies 
has been $2,834,803,693, in addition to which $643,019,076 has 
been paid out on account of endowments and annuities, 
$995,194,030 on account of purchased or surrendered policies, 
and $956,715,345 on account of dividends. The total payments 
to policyholders since organization amount, therefore, to $5,- 
429,732,144. On December 31, 1910, the companies referred 
to had $3,865,399,658 of admitted assets and $549,694,108 of 
admitted surplus. Combining the payments to policyholders, 
to December 31, 1910, the admitted assets and surplus, and the 
aggregate amount paid to policyholders or reserved for the 
future payment of policy obligations, the amount was $9,844,- 
825,910 against total premuim receipts since organization of 
$9,239,032,015. In other words, without reference to the 
$16,346,169,430 insurance in force on December 31, 1910; the 
policy-holders of 179 American legal reserve life insurance com- 
panies have already received $1.07 for every $1.00 paid in 
premiums, so that the entire expense of management has been 
paid for out of interest earnings, rents and income from 
other sources, which, considering the relatively small average 
payments on account of life insurance premiums, would 
to a large extent, not have been accumulated as capital or 
surplus in any other form. It is one of the most important, 
though not directly measurable results of life insurance that 
it fosters systematic and periodical habits of saving, involving, 
as a rule, small average amounts, of which a considerable 
proportion would not be saved or set aside or invested in any 
other form. Life insurance, to the extent that it aids in the 
accumulation of capital, now exceeding $4,000,000,000 of 
assets and' surplus, all invested in first-class interest-bearing 

4 
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securities, advances materially the national welfare and fosters 
an increase in national wealth. Life insurance is also one of 
the most useful and equitable methods of redistributing the 
wealth of the nation, and by providing adequately and se- 
curely for the economic needs of tho.se who without insurance 
would often be dependent upon others or the state; it tends 
persistently to raise the level of social wellbeing of every ele- 
ment of the population from the poor and fairly well-to-do to 
the prosperous and the rich. 

The progress of American life insurance is, therefore, a 
matter of profound national concern. The present discussion 
makes available to the student of the subject accurate sta- 
tistical information heretofore practically inaccessible, except 
to those immediately concerned with the administration and 
the development of the business throughout the United 
States. The amount of Ordinary and Industrial insurance 
combined is at present increasing at the annual rate of 9.2 
per cent. The rate of increase is 8.7 per cent, for Ordinary 
insurance only, and 11.6 per cent, for Industrial insurance. 
In marked contrast, the annual rate of increase in the popula- 
tion of the United States is only 2.1 per cent., the rate of 
increase in the assets of building and loan associations is 5.2 
per cent., the rate of increase in fraternal insurance is 6.1 per 
cent., of savings bank deposits 7.0 per cent., and of total bank 
deposits 11.1 per cent. Our exports during the last decade 
have increased at the annual rate of only 2.5 per cent., while 
our imports have increased at the rate of 8.3 per cent. The 
corresponding increase in our customs receipts has been 4.3 
per cent, and in the receipts of the Post Office department 11.9 
per cent. The amount of money in circulation has increased 
5.1 per cent, and the bank clearings of New York City 9.7 per 
cent. It is, therefore, shown that the measurable evidences 
of life insurance progress as emphasized in the foregoing 
statistical discussion indicate conclusively the preeminent 
position and satisfactory financial condition of what has not 
inappropriately been called "The first business of the land." 



